
-l:::J tate of CalifoIT/.ia 

. Fair Political Practices CommissioIl. 

Donald G. Freeman 
City Attorney 
P.O. Box 805 
Carmel-by-the-Sea, CA 93921 

Dear Mr. Freeman: 

June 13, 1984 

Re: Your Request for Advice 
Our No. A-84-1l4 

Your letter requests advice on behalf of yourself and 
Mr. Eugene R. Hammond, a member of the Carmel-by-the-Sea 
Planning Commission. 

FACTS 

Both you and Mr. Hammond are "founders" of the National Bank 
of Carmel (Carmel Bancorporation). You have an investment in 
the bank of more than $1,000. In addition you have outstanding 
loans from the bank, which exceed $250; however, they were made 
to you in terms generally available to the public and without 
regard to your official status. Mr. Hammond also has an 
investment in the bank of more than $1,000. Neither of you owns 
10% or more of the bank and neither of you is an officer, 
director or employee of the bank. 

You advise the planning commission and Mr. Hammond sits on 
the body. You both anticipate involvement in upcoming decisions 
affecting property owned by Mr. R. Alan Williams. Mr. Williams 
is Vice Chairman of the Board of the bank and is a partner in a 
partnership which has secured a loan from the bank to purchase 
property from a separate partnership of which Mr. Williams is 
also a partner. You are both seeking our advice as to whether 
these facts require disqualification on your parts from a.ny 
decisions affecting the Williams ' property. 
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Your letter requests advice on behalf of yourself and 
Mr. Eugene R. Hammond, a member of the Carmel-by-the-Sea 
Planning Commission. 
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ANALYSIS 

Both you and Mr. Hammond are public officials within the 
meaning of the Political Reform Act!1 and, hence, are subject 
to the prohibitions, contained in Section 87100, against making, 
participating in making, or using your official position to 
influence any decision in which you have a financial interest. 
A financial interest is defined in Section 87103 as follows: 

(a) Any business entity in which the public 
official has a direct or indirect investment worth more 
than one thousand dolla~s (Sl,OOO). 

(c) Any source of income, other than loans by a 
commercial lending institution in the regular course of 
business on terms available to the public without 
regard to official status, aggregating two hundred 
fifty dollars ($250) or more in value provided to, 
received by or promised to the public official within 
12 months prior to the time when the decision is made. 

Each of you has an investment in the bank of more than 
$1,000 as defined in Section 87103(a). While you have received 
income from the bank in the form of loans which are not excluded 
under Section 82030(b)8), they are not a basis for 
disqualification under Section 87103(c), since the loans are 
from a commercial lending institution in terms available to the 
general public and without regard to official status.11 

Neither you nor Mr. Hammond owns 10% or more of the bank. 
Consequently, the question to be addressed is whether any 
decision by the Planning Commission affecting the Williams' 
property will have a reasonably foreseeable material financial 
effect on the bank -- not on Mr. Williams or on his 
partnership.11 That is a factual question to be determined by 

11 Government Code Sections 81000-91014. All statutory 
references are to the Government Code. 

11 In fact, the loans to you were made before you were 
recently retained as City Attorney. 

11 Because you own less than 10% of the bank, 
Mr. Williams and his partnership are not considered to be a 
source of income to you or Mr. Hammond. Section 82030. 
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you and Mr. Hammond at the time a decision is pending.!/ Only 
then could it be determined what the likely impact will be on 
the bank -- it may be none at all. However, if the outcome of 
the decision could be to cause Mr. Williams and his partnership 
to default on the loan, thereby costing the bank considerable 
money, there could be a material financial effect on the bank. 

Whether any particular, foreseeable effect on the bank is, 
in fact, material can be determined by applying the Commission's 
regulation, 2 Cal. Adm. Code Section 18702(b). Should you 
desire our assistance in applying the test, please contact us 
once a specific decision is at hand and we will be pleased to 
provide such assistance. I may be reached at (916) 322-5901. 

~7:;;/)~ L 
Robert E.~~i9h/ 
Counsel 
Legal Division 

REL:plh 

!/ Since each of you has an investment interest in the 
bank the issue will be the same for each of you. You either 
both have to disqualify or neither of you has to disqualify. 
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OONAi..O G. FREEMAN I~~Y I 
THOMAS ",".ART HAW-LE.Y 

; LAW OFFICES 

P ern~ freeman and Hawlev 
.'\ "":-'";{'J' ~ .,0 1 1· ~~ CARLOS 8EiWEE:N 7TH AND 8 TH 

POST 0 FFI CE ElOX 60S 

Carmel by the Sea. California 93921 

May 2, 1984 

Diane Fishburn, Esq. 
Fair Political Practices Commission 
1100 K Street 
Sacramento, California 95814 

Dear Ms. Fishburn: 

Recently, I have been retained by the City of 
Carmel-by-the-Sea, to represent them as their legal 
counsel. As such, I received a letter dated April 11, 
1984, from Eugene R. Hammond, a member of the Carmel 
by-the-Sea Planning Co~~ission. The letter is self 
explanatory. 

TELEPHONE 

AREA CODE 408 

624-5339 

As I, too, am a founder of the National Bank of Carmel 
(Carmel Bancorporation), and own 2,000 shares of common 
stock valued at approximately $12 per share, I am reluctant 
to make a decision as to whether or not Mr. Hammond has 
a conflict of interest in dealing with the Alan Williams 
proposal to develop the property formly occupied by the 
Carmel Lumber Yard. In addition to owning stock in the 
National Bank of Carmel, I have approximately $75,000 in 
loans outstanding with the Bank. Both my stock and loans 
are disclosed on my Statement of Economic Interests. 

Would you please advise me as to whether or not, in 
your opinion, Mr. Hammond has a conflict of interest as a 
member of the Planning Commission, voting on Mr. Williams 
project? 

In addition, would you please advise me as to whether 
or not, in your opinion, I have a conflict of interest that 
would require me to step aside in advising both the Planning 
Commission and the City Council on matters relating to Mr. 
Williams proposed development. 

THOMAS K. PE~RY ::S04ij9 7 \) .. , 

DONALO G. F~EEMAN r\~Y 
"7HOMA5 HART \-lAWLEY POST OFFICE Bex 60S 

A PROFESSiONAL CORPGqA"f~C;\! Carmel by the Sed, Californid 93921 

May 2, 1984 

Diane Fishburn, Esq. 
Fair Political Practices Commission 
1100 K Street 
Sacramento, California 95814 

Dear Ms. Fishburn: 

Recently, I have been retained by the City of 
Carmel-by-the-Sea, to represent them as their legal 
counsel. As such, I received a letter dated April 11, 
1984, from Eugene R. Hammond, a member of the Carmel 
by-the-Sea Planning Co~mission. The letter is self 
explanatory. 
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AREA CODE 40e 
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As I, too, am a founder of the National Bank of Carmel 
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loans outstanding with the Bank. Both my stock and loans 
are disclosed on my Statement of Economic Interests. 

Would you please advise me as to whether or not, in 
your opinion, Mr. Hammond has a conflict of interest as a 
member of the Planning Commission, voting on Mr. Williams 
project? 

In addition, would you please advise me as to whether 
or not, in your opinion, I have a conflict of interest that 
would require me to step aside in advising both the Planning 
Commission and the City Council on matters relating to Mr. 
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THOMAS K. PE~RY ::S04ij9 7 \) .. , 

DONALD G. ~~EEMAN r~~Y 
"7HOMA5 HART \-lAWLEY POST OFFICE Bex 60S 
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May 2, 1984 

Diane Fishburn, Esq. 
Fair Political Practices Commission 
1100 K Street 
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Dear Ms. Fishburn: 
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proposal to develop the property formly occupied by the 
Carmel Lumber Yard. In addition to owning stock in the 
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loans outstanding with the Bank. Both my stock and loans 
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Would you please advise me as to whether or not, in 
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If you have any questions or comments regardlng 
this matter, or need additional information to enable 
you to make a decision, please contact me. 

Sincerely, 

DONALD G. FREE~mN 

DGF/jdb 

If you have any questions or comments regarding 
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you to make a decision, please contact me. 
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DGF/jdb 
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you to make a decision, please contact me. 

Sincerely, 

DONALD G. FRE&~N 

DGF/jdb 



Mr. Donald G. Freeman, 
Ci ty Attorney, 

EUGENE R. HAMMOND 

POST OFFICE BOX lSOlS 

CARMEL..SY.THE.SEA, CAL.!FORNIA 93921 

City of Carmel-by-the-Sea, 
P.O. Box CC, 
Carme 1, CA 93921. 

Dear Don: 

April 11, 1984 

As you are doubtless aware, the Planning Commission, of which I have been 
a member since January 5, 1984, is likely to be dealing with applications 
from Alan Williams regarding his proposals for use of the former lumber 
yard property. 

This week, I received the National Bank of Carmel (Carmel Bancorporation) 
notice of annual shareholders meeting. An extract from that document is 
enclosed, with the relevant paragraph marked. 

The Form 721 Statement of Economic Interests which I filed upon joining 
the Planning Commission indicates on Schedule A that (jointly with my 
wife) I hold Common Stock in the National Bank of Carmel with a value 
between $10,001 and $100,000. (The actual holding is 2,000 shares at an 
estimated market value of about $12.00/share.) 

Dorrie and I are listed as "Founders" of the Bank, but are not Directors or 
Officers, and certainly have no involvement in the Williams projects. 

I would be most grateful if you would advise me whether my voting on matters 
related to the Williams projects would represent a Conflict of Interest? 

you kindly. 

<-"7' 
R. Hammond /enc1. 
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Extract from CARMEL BANCORPORATION 

TRANSACTIONS WITH DIRECTORS AND OFFICERS 

Certain of che directors Jnd officers of The Naclonal Bank "f Carmel, che Corpor.nion's 
whully,uwned subsidiuy, :Inc chi' c()mpJnles wlch which che" arc Jssoclaced, ;.tre CU5romers of 
:lnd have had banking crJOSJCClons wirh che Bank in che (lrdtn~lry courseof che Bank's bu,;iness. 
The loans and commlrmems to loan intludt:d in such rransanlOllS were made In compliance 
wich appitclble Lenv and on subscanrially che same cerms, Including imeresc raCeS Jl1d cull"cual. 
as chose preva iii Ill,; for cum PJ C;] ble crJI1S anions w Ich urher persons of S I m i1a r cred Ic-wurrhilles~ 
Jnd dld nm involve mure chan che nurmal risk 1)( cullecribillfl l)r pre~efH ocher UI1IJ\'or .. bie 
fearure;: 

The' la~ firm 1)1 \'>;;'alker. McClure, Bohnen and Rrehmc.:r, \1dllterel, Califurl1i~l, lit \\hi(i1 Mr. 
R. ''IV .llkcf, Chairman of (he B()ard of che CurpoLmon .I11d che Bank, IS .1 r~lnt1(:r. 

pcrforms legal services for the CDrpuration and che' [bnk Ir"l11 tim(: c() wne, Such SU\ lce:- iI.lv\: 
been and will be performed at customary hourly races. 

The Bank paid fees of S:::20,{)OO.00 in 198.~ to Clrmel Dc·sign for design work in connecrion wlth 
the Bank's propo5ed Monterey br.inch and for remodeling the Corporation's main office. Mr. R. 
Alan Williams, Vice Chairman of che Board of the Corporation. is the owner of elrmel Design. 

lnJune. 1983, the B'1nk emered Into a loan commitment agreement with a partnership of which 
Mr. R, Alan Williams, Vice Chairman of rhe Board of the Corporacion and the Bank, is a 
partner. Pursuant to che agree91em, the Bank has commicted to make certain interesc p'JymelHs 
on a loan made ro the parmershipby J third parry lender. The pruceeds frum the foan by the 
chird parry lender have been used by che partnership to purchase real pruperry from a sepnrate 
partnership of which Me W'illiams and six uther directors of the Cor.poracion ilnd the Bank are 
partners and w make improvements on the properry. The Bank's obligacion to m:lke intere,r 
payments begins at the time chat the pannership has made total interest payments uf 
S:WO,OOO.OO and concinues for one rear from d'le'date che Bank makes cile firsr inceresr paytn{,·t1[ 
under rhe agreemenc, or uncil such interest payments equal S200,OOO.OO, whichever occurs first. 
In consideration for the BJnk's commitment to make interest p;lyments as de~cribed aoo"e, che 
partnership has paid S50,OOO,OO ro the Bank anc is further obligated; i) co P,l\' tht, Bank 
S 100,000.00 upon cluse of che construCtion escrow; (2) to par the R,lI1k an additioOJi S"iO,OOO(l() 
within une )iea!' from (he date the Bank makes the first intt.·resc payment or uport s.de ()f ,he 
improved properry. whichever is earlier; .Ind I.~) to reimburse the B.lnk for ;lny interest 
payments made plus interest at the Bank's then weekly monel' market rate plus 5 (;i ,within onc 
year from the dace that the Bank makes the first imeresc pJvmenr ()r upon sale of [he improved 
property, whichever is cJrlier. The .lbuve oblig.lrions are secured bv a toird deed or trust on the 
subjeCt property. 

6 

Extract from CARMEL BANCORPORATION Notice of Annual Shareholder Meeting to be 
held April 25, 1984 
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rhe BJ nk' s pro posed Monrerey br.lI1ch a nd for remodel i ng rhe Corpora rion· s ma i n office. M r. R 

,A"lan Williams, Vice Chairman of rhe Board of rhe Corpor:Hlon. is rhe owner of Clrmel DeSign. 

In] une. 198:'. rhe B;1n k enrered mco a loan comm irmenr agreemenr wirh a pa rrnershi p of which 

Mr. R, Alan Williams, Vice Chairman of rhe Board of rhe Corp()rarion Jnd rhe BJnk. is J 

parrner. Pursuanr co rhe JgreeiJlenr. rhe Bank hJS commirred ro make cerrain inreresr pJymelHs 

on a 10Jn made ro rhe pJrtnership by J rhird PJrry lender. The proceeds from rhe fOJn by rhe 

rhird parry lender have been used by rhe PJrrnership ro purchlse real properry from J separJre 
parr nersh i p of which M r. Will iams J nd six orher di recrors ()f rhe Cor.porJ rion .t nd rhe BJ nk :t re 

pJrrners and co mJke improvemenrs on rhe properry. The Bank's obligarion ro make inrere~r 

paymenrs begins ar rhe rime rhar rhe PJrrnership hJS mJeie (orJI inreresr pJynienrs of 

5200,000.00 Jnd conei nues for one y'eJ r from rne'dare rhe BJ nk makes rhe fi rs r i nreres r PJyl1ll'nr 

under rhe agreemenr. or unril such inreresl pJymenrs equJI S~O().OOD,OO, whichever occurs first. 

I n consideration for the Ba nk·s com mtr menr ro make in reres r polY men rs J5 described J hove, rhe 

parrnership has paid 550,000.00 co rhe Bank and is turrher ()bligJred ; i i co PJI' rhL' Bank 

5 I OO,OOO.DO upon close of rhe consrrucr ion escmw; i ~) ro pa y rhe BJ nk an .lddi r ionJ IS )(),O()O(l() 
wirhin one year from the dare rhe Bank IT1Jke:s rhe firsr inr(.'resr paymenr or uporf s.lIe of rhe 

improved properry. whichever is earlier; .Ind !.)) [(l reImburse rhe B;lnk for ;tny imeresr 

paymenrs made plus inrcresr ar rhe Bank's rhen weekh' monel' mJrker rare plus 5 (;i. wirhin one 

year from rhedare rhar rhe Bank makes rhe first inreresr p,lVmenr or upon SJlc of rhe improved 
prcperry. wh:che\er i:; eJrlier. The Jbove oblig.lCions In: secured bv a rnird deed ot rrLlsr un rhe 

subjecr properry. 
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Extract from CARMEL BANCORPORATION Notice of Annual Shareholder Meeting to be 
held April 25, 1984 

~_~r-____________________________________ -·--_~_:~_-~~f0m4;-·~ .. :~;nIlI· lIi'ilili~~~III1;!IIIIIIII"1b 

TRA:--;SACTIONS WITH DIRECTORS AND OFFICERS 

Certain of [he di,ectors Jnd officers of The Na[lonal Bank of CJrmel. [he CorpoLttion's 
wholly-uwned subsidi~!r'.'. :Jnd dlC' compJnles with which [hey .Ire Jssocia[ed. Jre cUS[(Imers of 
:! nd ha ve had ba nki ng [r -lnSJct/ons w i[ h [he Bank in [he (Ird I n'l ry course of [he Ba nk 's bu,i ness 
The loans and commlrments to loan included in such ~ransaC[l()ns were made in (IJrnpii'lncc 

with applic.lble law and on subsrantlJI!r [he SJme terms, inclu,iing Interes[ ra[L'S C1nd Cl!11,,[cr~Ii, 
JS [hose prevailing forc()mpJ[ablL' [r:JnsJC[ions with u[hL'r persons of similar creJi[-worthilles., 
Jnd did no[ involve morL' [han [he normJI risk uf (ullec[ibIlI[I ,Ir pre~ent other ulltJVOLlbie 
feature; 

The :a\\ firm ')( \X'alker, McClure, Bohnen and Brehmer. \1,;(\[en:l. Ciliturni'l. "t "'[:l<i1 ;\(r 
Ccorg(; R. \'\',dkt:r, Ch'lirl11an of [he Board of [nt C"rpOLltlCn .llld [he Bank. IS .1 p,lrtner. 
perfurms legal servIces for [he CDrp()ra[ion ,Ind [hc B.lnk ir,>l11 [line [0 rime. Such 5Cl\ ICl', n'l\e 
been Jnd will be perfurmed J[ customary hourlv rates 

The Bank paid fees of S:::~O.OOOOO in 198; [(I CJrmel Design fm Jeslgn work in connect/on with 
[he Ba nk' s pro posed Monterey br.l!1ch J nd for remodel i ng [he Corp()ra [ion· s ma i n office. M r. R 
."lan Williams, Vice Chairman of [he Board of [he Corpof:H1on. is [he owner of Clrmel DC'slgn, 

I n June, 198:'. [he B~ln k entered 111 to a loan comm i[ment Jgreemene wit h a pa rtnershi p of which 
Mr. R, Alan WilliJms, Vice Chairman of [he Roard of [hc Corporation Jnd [he Bank. is a 
partner. Pursuane to [he Jgree!Jlent. [he Bank has commirrcd to make certain interest pJymelHs 
on a loan made to [he pJrtnership by a third party lender. The proceeds from [he foan by [he 
third party lender have been used by [he partnership to purchlse rCll property from J separJ[e 
part nersh i p of which M r. Will iams a nd six other di reCtors ()f [he Corpora [ion .I nd [he Ba nk :I re 
partners and to make improvements on [hc property. The Bank's obliga[ion to makc ineere~[ 
payments begins J[ [he rime [hat [he partnership has mJde ro[al interest payments of 
5200,000.00 ~llld conei nues for one y'ea r from [ne'da[e [he Ba nk makes [he fi rs [ i neeres [ payment 
under [he agreement. or until such ineerest p~yl11ents equal S~O().OOD,OO, whichever ()ccurs first. 

In consideracion for the Ba nk·s com mit mene [() make i ntercs [ poly ments as described J hove. [he 
partnership has pJid 550,000.00 to [he Bank and is further ()bli)-!J[ed ; i i to PJI' [he Bank 
5 I OO,OOO.DO upon close of [he cons [ruc[ io n escww; i ~ ) to pa y [he Rei 11k an .lddi [ionJ I S)() ,000 00 
within one year from the dare rhe Bank makes [he first ine(.'res[ payment or uporf s.lie of rhe 
improved property. whichever is e:Jrlier; .Ind !.)) [0 reImburse [he R~lnk for ;Iny imeres[ 

payments made plus interest a[ [he Bank's [hen weekh' monel' marker rare plus 5 (;i. within one 
year from [heda[e [hat [he Bank makes [he first interest p,lVmenr or upon saiL' of [he improved 
property. wh:che\cr i:; eJrlier. The Jbove oblig,Hions In: securcd bv a [nird deed ot [rLlS[ on [he 
subjeCt property. 
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